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~AT&T
Robert W. Quinn,Jr. Suite 1000
Federal Government Affairs 1120 20th Street NW
Vice President Washington DC 20036

202 457 3851
FAX 202 457 2545

January 16, 2001

Electronic Filing
Ms. MagalieRomanSalas
Secretary
FederalCommunicationsCommission
~ l2’~St., SW, RoomTWB-204
Washington,DC 20554

Re: ProposedFirst Quarter2002UniversalServiceContributionFactor,
CC DocketNo. 96-45

Federal-StateJointBoardon UniversalService,CC DocketNo.96-45; 1998
BiennialRegulatoryReview— StreamlinedContributorReportingRequirements
Associatedwith AdministrationofTelecommunicationsRelayService,North
AmericanNumberingPlan,LocalNumberPortability,andUniversalService
SupportMechanisms,CC Docket98-171;TelecommunicationsServicesfor
Individualswith HearingSpeechDisabilitiesandtheAmericanswith Disabilities
Act of 1990,CC DocketNo. 90-571; AdministrationoftheNorthAmerican
NumberingPlanandNorthAmericanNumberingPlanCostRecovery
ContributionFactorandFundSize,CC DocketNo. 92-237,NSDFile No. L-00-
72; NumberResourceOptimization,CC DocketNo. 99-200;andTelephone
NumberPortability,CC DocketNo. 95-116

DearMs. Salas:

Yesterday,January15, 2001,I metwith JordanGoldstein,LegalAdviserto
CommissionerCopps,to reviewAT&T’s commentsin theUniversalServiceContributionFactor
docketwhich requested,if necessary,amodificationorwaivertherule thatrequirescarriersto
completethe TelecommunicationsReportingWorksheetusingrevenuefiguresthat arelaggedby
six monthsandinsteadutilize aprojectionofFirst Quarter2002revenues.Thespecificproposal
wassetforth in anex partecommunicationfiledwith theCommissiononDecember13, 2001. In
addition,I updatedthatproposalto explainhowtheCommissioncouldmakethatrequest
effectiveoneitherFebruary1, 2001 orMarch 1, 2001. I alsourgedtheCommissionto continue
workingtowardsapermanentmechanismthatwould eliminatethelag effectin its entiretyand



adoptaflat-rateassessmentmechanismconsistentwith ourcomments,replycommentsandother
Coalitionfilings in this proceeding.Theaftachmentsheretoservedto guidethediscussion.The
positionsexpressedby AT&T wereconsistentwith thosecontainedin theCommentsandex
partefilings previouslymadein theaforementioneddockets.

OnecopyofthisNoticearebeingsubmiftedfor eachofthereferencedproceedingsin
accordancewith theCommission’srules.

Verytrulyyours,

a~9.
Enclosure

cc: JordanGoldstein
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~AT&T
Robert W. Quinn, Jr. Suite 1000
Federal Government Affairs 1120 20th Street NW
Vice President Washington DC 20036

2024573851
• S FAX 202 457 2645

January15,2002

• VIA ELECTRONICFILING

DorothyAttwood,
• Chief, CommonCarrierBureau’
FederalCommunicationsCommission

• ~ ‘i2~Street,SW S

•Washington,DC20554 .1

Re ExParte- Federal-StateJomtBoardonUniversalService CC Docket
No 96-45,1998 BiennialRegulatoryReview — Streamlined Contributor
ReportingRequirementsAssociatedwith Administrationof
TelecommunicationsRelayServiceNorthAmericanNumberingPlan
LocalNumberPortability andUniversalServiceSupportMechanisms
CC DocketNo 98-171,TelecommunicationsServicesforIndividualswith
HearmgSpeechDisabilitiesandtheAmericanswith DisabilitiesAct of
1990 CC DocketNo 90-571,AdministrationoftheNorthAmerican
NumberingPlanandNorthAmericanNumberingPlanCostRecovery
ContributionFactorandFundSize CC DocketNo 92-237,NSDPileNo
L-00-72,NumberResourceOptimization CCDocketNo 99-200,and
TelephoneNumberPortability CC DocketNo 95-116

DearMs Attwood,

AlthoughtheCommissiondid notgrantAT&T’s waiverrequestm December,AT&T
respectthllyrenewstherequestthattheCommissionto allow AT&T to useprojectedrevenues
(seeDecember13, 2001ExParte)asthebasisfor theremainderofits USFpayments(February
forward)uritil suchtimeasapermanentsolutioncouldbeput in placeto eliminatethecclag
effect” causedby theuseof six-monthold revenuedata OnDecember18, 2001,AT&T filed an
exparteletterdemonstratmgthescheduleofactivity necessaryto accommodateAT&T’s request
to useprojectedrevnuesasthebasisofdeterminingits USF contribution While thedates
necessaryto effectthatchangefor Januaryhavepassed,theCommissioncangrantAT&T’s
waiverup until January18, 2002to be effectiveFebruary1, 2002(SeeAttachment1). If the
Commissioncannotactby January18, 2002actionbeforeFebruary1, 2002should allow for
implementationeffectiveMarch 1, 2002. (SeeAttachment2)



If AT&T’s requestto useprojectedrevenuesis grantedeffectiveFebruary1, 2002,
AT&T will beableto reduceits charge.toresidentialconsumersio9.2%until theendofthe
secondquarter2002.’ As describedin AT&T’s previouscxpárte,’AT&T would besubjectba
true-upprocedureto accountfor anyvariationsbetweenitsprojectionandtheactualrevenues
achieveddurmgthefirst quarter Theimplementationofthis “mid-quarter”changewill resultin
eliminatingthecompetitivelyharmfulanddiscriminatoryimpactofthe lagon AT&T’s
customers Allowing AT&T to makethis changenowwill notjeopardizethefund,nordoesit
interferewith USAC’a schedulefor receiptof contributionsin thefirst quarter.

• • S • Sincerely,

cc: • Chairrnan.MichaelPowell,, •, S • • 5

Kyle Dixon, Legal Adviserto ChairmanPowell
CommissionerKathleenAbernathy
MatthewBrill, Legal Adviserto CommissionerAbernathy
Comnii~sionerMichaelCopps
JordanGoldstein,LegalAdviserto CommissionerCopps
CommissionerKevinMartin
SamFeder,LegalAdviserto CommissionerMartin
CarolMattey,DeputyChief, CommonCarrierBureau
KatherineSebroder,Chief, AccountingPolicyDivision
Anita Cheng,AccountingPolicyDivision
PaulGarnett,AccountingPolicyDivision
GregoryGuice,AccountingPolicyDivision
William Scher,AccountingPolicyDivision

‘AT&T’s December13, 2001 ex partestatedThat iftheUSFassessmentfactorfor thefirstquarter2002roseto
approximately7.0%,AT&T wouldbeabletolowerits USF collectionrateto 9.0%. Assuminga similarrisein the
firstquarter2002assessmentfactordueto AT&T’s useofprojectedrevenueplustheslightincreasein theUSFS
factornowanticipatedfor thesecondquarter2002,AT&T wouldbeableto loweritscollectionratefrom 11.5%to
9.2%tobein effectthroughtheendof thesecondquarter.If theCommissionbelievesthattherewill beno increase
in. theassessmentfactorfromthefirst quartertothesecondquarter,AT&T’s collectionratewouldbe9%through
theendofthe secondquarter2002.



Attachment 2

• OPERATIONAJAZINGAT&T’s WAIVER REQUEST
‘EffectiveMarch 1, 2002.’ “

• FCCgrantsAT&T waiverby ‘February1,2002. 5 “ S S ‘,

• AT&T ifiesprojectionsofrevenuesfOr the1~Quarterof2002with USAC (Prospective’.4990J—within 24 hoursofFCC
action. ‘: , S ‘ • • S ‘ 5, ‘S • ‘

• USAC’ recalculatestherevenue’assessmentrateforthe1~Quarterof2002by replacingAT&T historicalrevenueswithAT&T
projectedrevenuesforthequarterwithin 48 hoursofAT&T’s filing; “ 5’ 5 5 5, 5 5 5

• FCCAuthorizesnew.assessmentrateforthe1~Quarterno later than February15, 2002, ‘ S •

• Carriersrevisetheircollectionratestoreflect.thenewassessmentrate— 3/1/02. ‘ • 5

• USAC bills respective~Carriersbasedon theirsubmissionsaccordingto the‘currentbilling Scheduleadjustedfor Januaryand’
Februarypaymentsbasedon current’assessmentrate—March15.’ 5 5 ‘S’ •

• All carriersremit remainingcontributionsaccordingto currentpaymentschedule—April 15. • S



Attachment1

OPERATIONALIZING.AT&T’s WAIVER REQUEST
EffectiveFebruary1,2002

• AT&T files projectionsofrevenuesfor the1~Quarterof 2002 with USAC(L~rospective499Q)— 1/16/02.

• USAC recalculatestherevenueassessmentrateforthel~Quarterof 2002 by replacing AT&Thistorical reveiiues’with AT&T

projectedrevenuesfor thequarter—1/17/02. . S

• FCCgrants AT&Twaiver by January 18, 2002 andauthorizesnewrevenueassessnentratefor the1~Quarterof 2002.

• Carriersrevise their collectionratesto reflectthenewassessmentrate— 2/1/02.

• USAC bills respectiveCarriersbased on theirsubmissionsaccordingto the currentbilling scheduleadjustedfor January’
paymentsbasedoncurrentassessmentrate— February15, andMarch15. •

• All cathersremit remainingcontributions according to currentpaymentschedule,—March15,andApril 15.



An Illustrative Attribution Analysisof the Current Federal USFMechanisms

-- AssessmentVs. RecoveryRates

Quarterly AssessmentMechanism
BaselineAssumptions:

A Contribution Factor 6.81% As Publishedby theFCC/IJSACThroughFCC’sQuarterlyPublicNotiees

S

B USFAssessmentBase

•

$ 100,000,000

As ReportedByTheTelecommunicationsCarrierTo TheUSACIn TheirForm499Q. Note:
RevenuesReportedIn A Carrier’s499QIncludesTheirInterstateandInternationalRetailRevenues

. PlusTheir USFCollectionForAnyGivenQuarter.

C = A * B USFObligation $ 6,8io,ooo ExpectedUSAC’sQuarterlyBilling To ThatTelecommunicationCarrier

Quarterly RecoveryMechanisms S

S S S

Recover~~,Rate Recover~jBase
Recovered
Amount Remarks

D No Lag/No Adjustments . 6.81% $ 100,000,000 $ 6,8io,000 Recovery=Assessment

E
LineD Adjusted To
ExcludeUSFRevenues

S

7.49%
S

$ 90,909,091 $ 6,8io,ooo

Assuminghistoricalrecoveryrate as 10%
and non-USFrevenueasR.
Then R+(R*.lo) = $ioo,ooo,ooo
or R= ($ioo,000,ooo/i.i) =$9o,9o9,o91.

SEENOTEBELOW.

F

S

Line E Adjusted for
Uncollectible Revenues

‘

, 7.89%

S

$ 86,363,636

S

‘

$ 6,8io,ooo

Assuming5%Uncollectibles— USFcharges
will notbecollectedfrom 5%oftherevenue
base

G

S

LineF Adjusted for
DecliningRevenue Base
(I e Lag Effect)

LineG Adjustedfor
Unbillable Revevenues

10.51%

S

S

$ 64,772,727 $ 6,8io,ooo

Assumingrevenueshavedeclinedby 25%
over the past6 months.Asaresult,USF
obligation will berecoveredfrom a smaller
revenuestream

H ii.68%
S

$ 58,295,455 $ 6,8io,ooo
Assumingio% Unbilables --10%ofthe
revenuebasecannotbebffleduSFcharges

:: NOTE:A TelecommunicationCarrier’sReportedRevenueIncludedTheirUSF CollectionDuring ThatPeriod.In OrderTo EstimateandBack-OutThoseUSFRevenuesOneNeedTo
UseTheirRecoveryRateForThatHistoricalPeriod.ForThisAnalysisIt IsAssumedTo Be10%.

File: 145-2002jJPDATEDjllustrativeExampleof USFRecoveryand AssessmentRates Date:1/15/2002
Worksheet:Illustrative Example S AT&TL&PP



An Illustrative Attribution Analysis of theCurrent Federal USFMechanisms
S -- AssessmentVs.RecoveryRates’ S S

Quarterly AssessmentMechanism
BaselmeAssumptions

A ContributionFactor 6.8i% AsPublishedbytheFCc/USACThroughFCC’sQuarterlyPublicNotices

B USFAssessment Base $ 100,000,000

As ReportedByThe TelecommunicationsCarrierTo The USAC In Their Form 499Q. Note:
RevenuesReportedIn A Carrier’s499QIncludesTheir Interstate and International Retail Revenues

PlusTheir USFCollection ForAnyGiven Quarter

C = A * B USFObhgaUon $ 6,8io,ooo ExpectedUSAC’sQuarterlyBillingToThatTelecommurncationCarrier

QuarterlyRecoveryMechanisms-- WITH INCREASINGREVENUE BASE

RecoveryRate
S

‘ RecoveryBase
Recovered
Amount Remarks

D No Lag/No Adjustments 6.81% $ 100,000,000 $ 6,8io,00o Recovery=Assessment

E

S

S

S

Line D Adjusted To
Exclude USFRevenues

S

7.27%

S

S

S

$ 93;624,192

S

$ ‘ 6,8io,ooo

Assuminghistoricalrecoveryrate as10%
andnon-USFrevenueasR.
Then R+(R*.o681)= $ioo,ooo,ooo
or R= ($ioo,000,ooo/i.o68i)
=$93,624,192. SEE NOTE BELOW.

F

.

Line E Adjusted for
Declining Revenue Base
(I.e. LagEffect)

.

5~

6.o6%

S ,

5 5

5 5

$ 112,349,031

S

$ 6,8io,ooo

AssumingrevenueshaveINCREASED by
20% overthe past6 montha. Asa result,
USFobligation will berecoveredfrom a
HlGHERrevenuestream. S

G

S

Line F Adjusted for
UncollectibleRevenues 6.38%

S

S

$ 1o6,~1,579 $ 6,8io,ooo

Assuming1%Uncollectibles-- USFcharges
will notbecollectedfrom 1%of therevenue
base

H
Line GAdjustedfor
Unbillable Revevenues 638% $ 1o6,~1,~79

S

S

$ 6,Sio,ooo

Assuming0%’ Unbifiables--NO
REVENUESSHOULDBE EXCLUDED
FORUN-BILLABLES

** NOTE A TelecommunicationCarrier’s ReportedRevenueIncludedTheir USFCollectionDuringThatPeriod.In OrderTo EstimateandBack-Out ThoseUSFRevenuesOneNeedTo
UseTheir RecoveryRateForThat Historical’Period.ForThis AnalysisIt IsAssumedTo Be6.81%.

[ USFAMOUNT OVERCOLLECTEDPERQUARTERBYThISCARRIER IF ThEY USEUSAC’s RATES OF6.81% = I $ 458,421 1

File: 1-15-2002_UPDATED_IllustrativeExampleof USFRecoveryandAssessmentRates
Worksheet:INCREASINGREVENUE

Date: 1/15/2002

AT&T L&PP
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